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A Messagdgrom the Assessor

The pasthreeyears havédeen an exceptiongleriodfor real estate Property values have increasstkadily,and prices
had not yet abated as of the valuation date for the 2023 Reassessment (10/1/Z022)Borough is required to reassess
all properties annuallin order to maintain fair tax distribution. The goal of the reassessment is to react to the market
rather than predct it. While the higher interest rate environment will likely have impacts on property values in the
future, the assessments are still catching up to the recent period of historic appreci@ltienontinuedmarketchanges
highlight the importance of thassessment function, which serves as digributionmechanisnof county, school, and
municipaltax levies.

The New Jersegonstitution requires annual tax levies to bistributedbased ormarket value Contrary to popular

belief, property assessmentsochot generate taxes. They simgligtributethem. Despite technological advances, many
municipalities in the statstillG I 1 S | & LIA K2 ¥ Biehpbint &ntinte Bad distribute their propertytaxes the
way that picture looked for the subsequiel0 or 20 yearssge exhibit A By not implementing a proactivessessment
maintenanceapproach, tax distribution becomes less accurate each year that passtatic assessment model
operates on the assumptiaat all property values withia munici@l boundaryappreciate or depreciate at the same
rate over time. This assumptionnst accuratesince property values do not necessarily change in a uniform manner
across all property typegprice pointsand sectors. The various real estate markets axBlorough of Rumson have been
prime examples of how different price points and submarkets move at different rates (and sometiraam different
directiong. Annual assessment maintenancsimsply about tax distribution fairness (as defined by the NJ constitution).

Through the 202 reassessment, changes to the global assessment modeling were made to target market value.
Adjustments were also made to all individual properties, neighborhoadssabmarkets to refine assessment accuracy.
The goabf a reassessmeris to annually target 100% market value so that statistical measurements represent better
assessment accuradyor the upcoming 2023 tax year, the total overall aggregate value of &uwill be 1266%

greater than it was in 2022. In turn, most property assessments will go up in value as a reflection of this iftisase.
does not mean your taxes will go up 6&%.

It means that the overall value of properties in The Borough has isece&@ he aggregate value of Borough property and
the tax rate have an inverse relationship. The higher property assessments will cause a lower tax rate. We anticipate
that the 2023 tax rate will be lower than the 2022 tax rate due to the increase in pyopaiues(see figure &

Contained in this report is more detail on the reassessment process and results.

Erick Aguiar, CTA

Assessor
Borough of Rumson



Prior Year (202) Assessment Accuracy Reflection

Each October, the NJ DivisionT@xation conducts statistical studies which measure the accuracy of current year
FaaSaaySyiao ¢KSAS a0GdzRASE O2dzZ R 60S O2yaARSNBR GKS al
distribution. Nevertheless, recognition must be madattthe assessments are produced the prior year based on past
sales, and the study is done the subsequent year based on future sales. Appreciating markets would likely result in a
ratio under 100%, while depreciating markets would likely result in a rato H00%.

As anticipated, the dynamic and volatile market has affected assessment accuracy/market predictability statewide and
beyond. It should be well understood that when markets are more volatile (up or dassgssmentoefficients will
statisticallybe higher.The ncrediblepriceappreciationexperiencedsince COVIDomes withvolatility and an inherent
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In such an environmenEMV understandably has a widange,and it is expected for assessment coefficients to rise to
some degreeFurther, when markets move so rapidlijke the £2% per month appreciation we have sdarrecent

year9, the dataset of sales within the samggiperiod will contain sales from various points in time when the market

was different. Since the sampling period extends the entire timeframihout accounting for market changgthe

{ G I GoSffizi@nt of Deviation (COMeasurements are expected to bigher.

While CODs will be higher in both; reassessment andreassessment districts, the fact remains that the reassessment
districts are better suited to deal with this higher level of volatility. Coefficients in stagnant assessment districts will
continue to deteriorate each year ¢hassessmenmnaintenance is ignored. On the other hand, reassessment districts can
adjust assessments accordingly with the changing malkenicipalities that regularly reassess stand the best chance of
providing theirconstituents the fairest level of tax distribution possible, even in the most difficult of times. It should be
no surprise that municipalities that take proactive steps in maintaining fair tax distribution consistently outperform
those that ignore such ainitiative (see exhibit A

For municipalities that do not take any proactive approach to maintaining fairness, the trajectonjnisus. The

continued spike in interest rates will likely cause further volatility. Projected price depreciation, in thjsvilasot be
equalacross the board. All markets and price points will be affected differefitlg opposite occurredn the way up

with a noticeable market compressidlikely attributable to historically low interest rates tee monthly payment is a

bigger market diving force on lower priced homes than it is on higher priced homes). Tax Distribution fainoess in
reassessmenmnunicipalities will be completely at the mercy of the volatile market changes. Proactive municipalities will
continue to adapannually, incorporating the various market changes into the subsequent year tax distribution.
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intended toexpresshe typical relationship betweeassessmentand ale pricesin a given municipalityThe sampling
LISNA2R dzaSR T2 NJ (GKS shatNdKplag Nddweedanluaindng Jude2iyitieh Blefided vith theS a
5 A NB Oali@friddthe prior yearo stabilize shared levy impacts. With assessments being set during thexpyear
(based orsales that took placeuding the priortwo-year period, itis expected that ratios Vil be lower than 100% when
markets ae appreciating. The opposite would hold true for declining markelgpicallyreal estate markets do not
appreciate significant amounts year over yeldowever, he recent market changes have besxceptional sothe
calculation igvorth notingin this reportto provide context to the declining ratio.




General Coefficient of Deviatio(COD)

The General Coefficient of Deviation is widetyd as the best indicator in determinipgoper tax distribution.It is a
way to measure howightly clusteredndividualassessment ratiogre in relation tathe average ratio. A loweeOD
means more accurate and fair tax distribution. The COD normalizes ratios to show accuracy within a municipality
regardles2 ¥ ¢ KI (0 (KS iGnayB@dy@aNDa wl (A2

The more homogeneouke properties inamunicipalityare, the lower the COBhould be. For example, a municipality
that is comprised ofmostlytownhouses would be expected to yididtter assessment accuratlyan a municipality that

is comprisedf a complex rangef propertytypes and valueflike Rumsoh Through annual reassessments, Monmouth
and Somerset Counties are showimgch lowerCODgompared to historical or statewide data.

Despite thecomplexity of theBorouglt  w dzYGOBignide accuratethanthe norms in the rest oftte state meaning
that the assessmentsral resulting tax distribution armore fair Rumson isiso trending to benore accurate than
historical coefficientsPrior tothe COVID market volatilityhé 2020 COD w&s38which was thelowest CODon record

for Rumson(in at least the past 30 yeard)Vhile ahistorical comparisoiis an important measurement, the C@fiist
continue to be analyzed over time as coefficients will inevitably be higher during years that the underlying market is
more volatile(likethe 2021& 2022market). While the2022 COD wastill lower than the historical averaga Rumson
market volatlity has been a challengt.will likely take a few years for volatility to subside and maintain a COD in the
single digits.

Below isa summary oRumso® & 3 Sy $oNhefpast8 years(see figure L Rumso® & | @OMDhtioAtS
implementation of anual reassessments (years 198114) was 13.68

General
Coefficient of

Year Deviation
2015 18.95
2016 11.74
2017 12.50
2018 12.57
2019 9.45
2020 8.38
2021 10.69
2022 12.62

(figurel)



Inspections(data collection)

TheBoroughcompleted thefirst five-yearinspectioncyclein 2018 Thesecond cyclavas front loadedo be complete as
a 50/50schedule split between 2019 and 2020. That cycle in now comdegefigure 2

Unfortunately, tie Division of Taxatiorecently establisad a regulation that requireall annualreassessment districts
to inspect properties every five yeaiseg exhibiB). Rumsorhad planned on operating undereviouslypermissible

eightyear inspection cycle whiakiould have beer lower cosandwould haveinconvenienced residents with

inspectiondess frequently The law allowing the eigiytear cycle was put in place only a few years ago as a cost saving
measure fomunicipalities. Recently, a new law was passed to allow virtual inspections (andsrsdidome other
changes).In the new law, lhe language specifically allowing the eiglefar cycle was removed amd longer specifiea

timeframe.Divisionoft I EI G A2y Qa
cost over theeight-years. On the bright side, &
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year inspection routineandinsteadshallcomply with the schedule set forth figure 2.

Inspection Plan

1341 Rumson

First Cycle
{COMPLETE)

Year

Qriginal
Planned

Completed

Notes

2014

20%

20%

Syreycle (2014-2018)

2015

20%

20%

2016

20%

20%

2017

20%

20%

2018

20%

20%

1st cycle complete in 2018

Approved Second Cycle

{COMPLETE)

Year

Approved Plan

Completed

Notes

2019

20%

50%

County/State approved modification to plan
to front load all to 201982020

2020

20%

50%

2nd Cycle complete in 2020

2021

Syroycle (2018-2023)

2022

2023

Planned Third Cycle
{plan approved 8/19/21)

Year

Planned

Completed

Notes

2024

2025

RFP

Plan to RFP in 2025 for 2026/2027

2026

50%

5 Year Cycle (2024-2028)

2027

50%

2028

(figure2)
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General Comments on the Current Real Estate Market

Another extraordinary year for the real estate market in the books. The 2021 market experienced continued price
appreciation driven by lower interest rates. This story corgohduring the winter months of 202%ith local markets
seeing a steady-2% per month appreciation rate. As inflation shot up, the Federal Reserve began tightening money
supply and has not yet stopped. Interest rates continuertmnouslyspike The most extraordinary aspect of the 2022
market has been thenuted reaction to the higher rates. Prices continued to increase until at least the summer of 2022,
despite rates more than doublingTDIn the mostrecentmonth or so, we are finally seeisiggnssuggesting thaprice
appreciationhas slowed to a crawl and may beginstabilizeor even decline

30 Year Fixed Mortgage Rates 30 Year Fixed Mortgage Rates

This page provides average 30 year fixed mortgage rates from several different surveys including Mortgage News Daily (daily ~ This page provides average 20 year fixed mortgage rates from several different surveys including Mortgage News Daily (daily
index), Freddie Mac (weekly survey), Mortgage Bankers Association (weekly survey) and FHFA (monthly survey). index), Freddie Mac (weekly survey), Mortgage Bankers Association (weekly survey) and FHFA (monthly survey).

See also: 30 Year Fixed | 15 Year Fixed | 30 Year FHA | 30 Year Jumbo | 5/1 ARM | 30 Year VA See also: 30 Year Fixed | 15 Year Fixed | 30 Year FHA | 30 Year Jumbo | 5/1ARM | 30 Year VA

Zoom 1YR 5YR MAX Qct 26, 2017 — Oct 26, 2022 Zoom 1YR 5YR MAX Apr1,1971 — |Qct 26, 2022

The 203 Reassessment takes the market changes into accdsales fron2021 and 202 were used in the
reassessment modeling, giving greater weighthe more recent salesht 20238 aggregatevalue of Rumsaf a
assessmentwill increase by 2.66%.This 2.66%canbe seen as the baselirier apportionment change. Any property
increasing greater than2166% will pay a greater proportionate share of tta levy. Conversely, any property
increasing less that?.66% (or decreasing) will pay a lesser proportionate share of the tax levy.

It is important to keep in mind that shared budgets (like the Regional School and County budgets) are apportioned to tt
participating towns based on the respective net valagthosetowns. Should appreciatioin Rumson outpace our 52
counterparts in the CountfRumsorwill be assigned to pay a higher proportionate share of the Coustylelvy. Should
Rumson outpace Fditaven Rumsonwould be assigned to pay a higher proportiomahare of the Regional Schoelri,

(see figure 3)The way the market behaves is mainly out of our control, but it is important to keep a pulse on how other
towns are assessing their propertigdl towns should be on an equal playing field so that shared budgets get
apportioned fairly.



RumsonTax Levy History

Percent of

Tax Levy Component 2016 Tax levy | 2017 Taxlevy | 2018Taxlewy | 2019Taxlevy | 2020 Taxlewy | 2021Taxlevy | 2022 Tax Lewy Bill
County Budget 5 8,860,001 | § 8,813,226 | § 8,999,865 | § 8,865,086 | 9,273,390 |5 9,096,853 | § 9,126,063 16%
County Library $ 608,173 | § 617,595 | § 637,924 | § 634,189 | § 674,967 | § 682,800 | § 6858791 1%
Local Elementary School Budget | §  15467,271|§ 16059502 |§ 16,899,627 |$ 17,332,020 (S 18,103,124 |5 18,800,648 | S 19,280,103 | 33%
Regional High School Budget 5 126818785 12989474 |5 13534345 (% 13898869 | & 14451437 |5 14728336 |5 14909922 25%
Local Municipal Purposes 5 10289,019|S 10514109 |§ 10849768 | S 11,157,169 |§ 11,376,795 |5 11866525 |% 12204502 21%
Reserve for Uncollected Taxes 5 988,067 | § 1,016,115 | § 1,050,634 | § 1,087,578 | § 1,409,296 | § 1,157,193 | 5 11719081 2%
County Open Space Fund 5 508,863 | § 517,809 | § 999,527 | § 1,023,753 | § 1,082,820 | § 1,093,431 |5 11825631 2%
Excess for Rate Rounding 5 12,339 | § 22,994 | § 26,173 | § 20725 | § 15,147 | § 28377 | § 15375
Total Tax Levy S 494157005 50550825 |§ 52997862 [ S 54028387 |§  56,386976 |5  97454164]5 58,576,315

@ County Budget

8 Local Municipal Purposes

[ county Library
[ Reserve for Uncollected Taxes

Local Elementary School Budget [ Regional High School Budget
I8 Excess for Rate Rounding

(figure3)

B County Open Space Fund



Total Change of Net Valuatiohaxable

Thenet valuation of theBoroughisincreasing byl2.66% in 203 (seefigure 4). About 576M has been added to the
Rumsorratable base (partially related to new construction and partially related to market appreciation).

2022 Final Net Valuation 4 551,384,227
2023 Preliminary Net Valuation 5,127,640,398
Change 576,256,171
Change % 12.66%
(figured)

Property Class Breakdown (Year over Year)

(figureb)

2022 Final Tax List
Share of
Class Property Type Count Value Average Borough
1 Vacant Land 63 64,728,300 1,027,433 1.42%
2 Residential 2516 4,303,620,100 1,710,501 94.56%
3A Farm House 7 28,610,200 4,087,171 0.63%
3B Farm Land 8 10,200 1,275 0.00%
AN Commercial 67 152,042,400 2,269,290 3.34%
4aC Apartment 1 1,084,900 1,084,900 0.02%
Total 4,550,096,100
Verizon 1,288,127
Net Valuation Taxable 4,551,384,227
2023 Preliminary Tax List
Share of
Class Property Type Count Value Average Borough
1 Vacant Land 51 62,723,600 1,229,875 1.22%
2 Residential 2529 4,867,117,300 1,924,522 94.92%
3A Farm House 7 31,582,100 4,511,729 0.62%
3B Farm Land 8 10,200 1,275 0.00%
4A Commercial 66 163,658,000 2,479,667 3.19%
4C Apartment 1 1,220,600 1,220,600 0.02%
Total 5,126,311,800
Verizon 1,328,598
Net Valuation Taxable 5,127,640,398




NET VALUE OF TAXABLE PROPERTY

2016 2017 2018 w2018

5,127,640,398

4,551,384,227 |

| 4,037,537,857 |

3,934,390,180

3,677,902 471

3,441,172,574

3,448,408,950 | I

Ratables

(figure6)

2016 -2023 Tax Levy and Net Taxable Value
Year Tax Levy Ratables Tax Rate
2016 49,415,700 3,448,408,950 1.433%
2017 50,550,825 3,441,172,574 1.469%
2018 52,997,862 3,576,104,047 1.482%
2019 54,028,387 3,677,902,471 1.469%
2020 56,386,976 3,934,890,180 1.433%
2021 57,454,164 4,037,537,857 1.423%
2022 58,576,315 4,551,384,227 1.287%
2023 TBD 5,127,640,398 TBD
576,256,171 |Ratable base change 2022 to 2023 (Prior to Appeals)
12.66%|Increase Prior to Appeals

(figure7)



2023 Tax Rate Prediction

Year Ratables Tax Levy Tax Rate
2022 4,551,384,227 58,576,315 1.287%
2023* 5,127,640,398 58,576,315 1.142%
2023** 5,102,002,196 60,333,604 1.183%

Realistic 2023 Tax Rate Range 1.150%-1.185%

(figure8)

Minimal Apportionment Volatility

Volatility, in terms of 203 tax apportionment changgis minimal §eefigures 9 &10).

1 91% of residential propertieshangedbetween5% andl5% (baseline i$2.66%).
1 70% ofresidential properties will decrease their proportionate share of the tax levy in 2023
1 Half of the residential properties changed between 10% and 12.66% (marginally decreasing proportionate shar

Assessment change of all residential properties

*Rate if levy was the same year over year
and no reductions from appeals

**Assumes a 0.5% reduction in ratables
from appeals & 3% increase in Tax Levy

Reassessment reports in prior years highlighted the notaiaeket compressiothat had been occurring for the past
decade. awer property values were appreciating at much greater rates than higher valued propétissdynamic

was likelycaused by the low interest rate environment, as lower priced home papesnore sensitive to interest rate
changes. With higher rates in 202Be compression has appeared to finally stop and we are even starting to see signs
of higher valued properties outperforming.

(excluding new construction andqgperties that had renovations)

Residential Classified Properties

Number of

*Net Value of Borough has Increased 12.66%

(figure9)

B Median
PropertiesIn
Asses=ment Change Category % of Total Aszessment of
Change
Group
Category
= 5 -15% or More 0 0.00%
o o
E= =5 -15-10% 1 0.04%
s = oc &
Ta.E¥Vi -10--5% 0 0.00%
oW
e BEE 5-0% 8 0.34%
- 5 oo
; 8535 = 0-5% 20 0.85% 1,696,700
— o =
Te0 zn - 5-10% 435 18.51% 1,804,400
~ o 10-12.66% 1191 50.68% 1,300,500
m
582z 12 66%-15% 516 21.96% 1,842,650
£33 15%-20% 142 6.04% 1,686,350
o 2 %
TEEE 20%-25% 17 0.72% 1,780,600
£ = g2 25%-30% 1 0.47%
S ol Ao
;’Q o .5 30%-35% 7 0.30%
28L5 35%-40% 2 0.09%
ML Ew 40% or More 0 0.00%
Total Properties In Group 2350 100.00%




ResidentialChange Report

Mum ber of
Properties per

Residential Assessment Impact

Category
1200
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£
56,950
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435 1,300,500
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20 17 11
0-5% 510 10-12,66% | 12.66%-15%  15%-20% 20%6-25% 25%-300%

Baseline Change
{Mat Value of Barough has Increased by 12.66%)

30M6-35%

3

35%-40%

Median
Assessment

Z, 300,000

21060, 006

1,900 00000

1,7 0e0 0000

1,500, 00

1, 300, 000

1100, o

Q00,000

TO0, 000
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4% or Maore

(figure10)



2023 Tax ListAccuracy

The primary driverof AR 34 SaaYSy (i B INBOTY¥ INJ SIGNNANI yal QliAazyasd {0
for what they would have sold for on Octobet df the pretax year. The 2@%aluation date is October] 202.

Our Supreme Court has hedd@ | f dzS TFsdMNdxatidnzNdsIgoin&measure of permanence which renders it secure
F3FrAyad 3IASYSNFf §SY LIZHddkenBackAWMALErCo. U. Digision & NabeRIS F N.J. 1674, 268 ® £
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of Hackensack, 6 N.J. Tax 260, 286 (Tax 1983)).

These quotes armore important now than ever. Whe the local market haappreciated asignificant rates, assessors
must viewsales data used ithe studyin its totality while mass modeling assessmeniVhile more recent sales are
certainlygiven more credibility in the analysis, otdsales will still be a stabilizing factor with anniggssessments.
Inevitably, older sales will pull the modeling in the direction that the market was in the past.

A reassessment generally measures sale prices from the past two years (giving mdniétgredihe more recent
transactions.) The Monmouth County Tax Board has a standardized review process to measure new assessments age
sale prices from the current and prior ygaee figure 11 & 12).

Tax Boad Assessment Data Analysis Module (ADABO3Standardized Bview:
All 2021/2020 residential usable sales
(removing top & bottom 2.5% outliers and properties that had renovations after the sale)
*Data addendum with sales attached

PRC Ratio for Municipality: Rumson Boro Sale Date Range: 2 Years Non Useable Sales :
Property Class: RESIDENTIAL PROPERTY (1 - 4 FAMILY) Style : ALL MNeighborhood : ALL
VCS @ ALL Qutlier : 2.5
Sample Size Weighted Average Average Standard Deviation Median Cov PRD COD
210 103.78% 104.86% 9.84% 105.12% 9.39% 101.04% 8.06%
021
= 2022
E x
® " ] N L L
= T ; X ] ¥ i ¥ : = i i x T ®
E ¥ ¥ i i ¥ i " ! 1 = o ¥
~ i ¥ ﬁ N ) [ ¥

2021 Jan 202 1-Mar 2021« My 20210l 2021-58 2021 -Mev 2022 Jaw 2022 Mar 2022+ May 20220l 2022-58p

2021-Feb 2021-Agr 2021-Jun 2027-Aug 2021-0a 2021-Dec 2022-Feb 2022-Agr 2022-Jun Hi2-Auy H022-0a

(figurel1l)



Tax Boad Assessment Data Analysis ModulBRDAM360)Standardized Bview:
All residential usable saleduring the past 1 yeaperiod
(removing top & bottom 2.5% outliers and properties that had renovations after the sale)
*Data addendum with sales attached

PRC Ratio for Municipality: Rumson Boro Sale Date Range: 1 Year Non Useable Sales :
Property Class: RESIDENTIAL PROPERTY (1 - 4 FAMILY) Style : ALL Neighborhood : ALL
VCS @ ALL Qutlier : 2.5
Sample Size Weighted Average Average Standard Deviation Median cov FRD CoD
108 93.57% 90.74% 8.81% 97.91% 8.83% 101.19% 7.24%
= 2021
® 2022
150%
x x o x
: x x ] L ® * &
. : ¥ " 1 i i ¥
o x x ¥ x I ‘ ! ¥ ¥ = ®
¥ x X L ®
50%
o 2021-0  M2-Nov  021-Dec  MiJon  022Fb N2Mer  NX-Ap  0R2-Mgy  Miue D2l M0MAug MiiSe  HR-Oc

(figurel2)



Value Contol Sector Modeling Map
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(figure13)




Lot Valuation Matrix (Acreage Costed VCS)

*doesnot include property specific adjustments (Traffic, flood zone, economic obsolescence, etc.)

(figure14)



